DISASTER LOAN REVOLVING FUND, 
DEPARTMENT OF AGRICULTURE 





HEARINGS 


BEFORE THE 


SUBCOMMITTEE OF THE 
COMMITTEE ON APPROPRIATIONS 


HOUSE OF REPRESENTATIVES 
EIGHTY-THIRD CONGRESS 


SUBCOMMITTEE ON AGRICULTURE APPROPRIATIONS 
H. CARL ANDERSEN, Minnesota, Chairman 


ALT HORAN, Washington JAMIE L. WHITTEN, Mississippi 
KLEY HUNTER, California CLARENCE CANNON, Missouri 
7 VIN R. LAIRD, Wisconsin FRED MARSHALL, Minnesota 


— Ross P. Pore, Hxecutive Secretary to the Subcommittee 
— 
Printed for the use of the Committee on Appropriations 


as 














DISASTER LOAN REVOLVING FUND, 
DEPARTMENT OF AGRICULTURE 


HEARINGS 
SUBCOMMITTEE OF THE 
COMMITTEE ON APPROPRIATIONS 
HOUSE OF REPRESENTATIVES 
EIGHTY-THIRD CONGRESS 


FIRST SESSION 


SUBCOMMITTEE ON AGRICULTURE APPROPRIATIONS 

H. CARL ANDERSEN, Minnesota, Chairman 
JAMIE L. WHITTEN, Mississippi 
CLARENCE CANNON, Missouri 
FRED MARSHALL, Minnesota 


WALT HORAN, Washington 

OAKLEY HUNTER, California 

MELVIN R. LAIRD, Wisconsin 
Ross P. Pork, Evecutive Secretary to the Subcommittee 


Printed for the use of the Committee on Appropriations 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 


WASHINGTON : 1953 











DISASTER LOAN REVOLVING FUND, DEPARTMENT 
OF AGRICULTURE 


MonpbDaAyY, JULY 20, 1953 
WITNESSES 


ROBERT L. FARRINGTON, ACTING DIRECTOR, AGRICULTURAL 
CREDIT SERVICE 

HENRY C. SMITH, DIRECTOR, PRODUCTION LOAN DIVISION, 
FARMERS’ HOME ADMINISTRATION 

MARCUS B. BRASWELL, DEPUTY ADMINISTRATOR, PRODUCTION 
AND MARKETING ADMINISTRATION 

CHARLES C. BARNARD, CHIEF, BUDGET DIVISION, FARMERS’ 
HOME ADMINISTRATION 

R. P. BEACH, BUDGET OFFICER, PRODUCTION AND MARKETING 
ADMINISTRATION 

RALPH S. ROBERTS, DIRECTOR OF FINANCE AND BUDGET OFFICER, 
DEPARTMENT OF AGRICUTURE 


4 
\ ANDI VY. fren len, th becom mittee Will yrnie » ordel 
VW ri'¢ {| ad 1) I rnin ( nside! } ippten ital reques 
Se] ) i ( s »\ thie | s l a > ) mullo 
| ' 
\\ 5 I ! } ( mal 1) MOL 0 ( ii¢ ill Lo 
tran ! Is request to th Con 
it 1) ( ‘cad to ] | ra) 
i Sul \PPR 1) \GI rURI 
Comm I be vl y | i s1 I rmn 
~ \ | | ir | ) IN 
00) OOO | \ RI I RI} 
| \W\ re | 
WW J ] 
1 ) 
I S Ho I 
i Y i 1 ( S 
i 1 a Ca l A 
g1 100.000 I 1) oO \ 
| ( I f ee { 1era- 
tio a1 VT | { nic 
I \ ul la I 
al | ( Al ( ~ ‘ 
di i ( creqdl 
Al I \ ral 
eC 
j } ( ) i I \¢ 
{ renee i 
As vi I mad i i 








ation as fully as they car [ am no less impressed with their desperate 

hely 
I wish to assure the Congress that the executive branch will continue to employ 
fully the resources available in assisting in the emergency. The States, local 


governments, and individuals involved, however, should strive to do everything 
possible within their power to overeome the situation and minimize the necessity 
for Federal aid 


Details of the proposed supplemental appropriation are set forth in the attached 
letter from the Director of the Bureau of the Budget, with whose comments and 
observations thereon I concur 


Respectfully yours, 
Dwicut D. ErsENHOWER. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25. D. C., July 14, 19538. 
The PRESIDENT, 
The W ate House. 

Sik: I have the honor to submit herewith for your consideration a proposed 
supplemental ap propriatior for the fiscal vear 1954, in the amount of $150,000,000, 
for the Department of Agriculture, as follows: 





“DEPARTMENT OF AGRICULTURE 
‘DISASTER LOAN REVOLVING FUND 


For an additional amount for the disaster loan revolving fund established under 
the Act of \pril 6, 1949, as amended (12 U.S.C. 1148a—1 to 1148a—3), $150,000,000: 
Provided, That costs incurred in furnishing assistance in the form of livestock feeds 
in drought areas designated as disaster areas by the President wnder authority of 
the Act of September 30, 1950 (42 U.S. C. 1855), as amended, between June 25 
and July 15, 1953, shall be reimbursed from said fund.’ 

Under the provisions of the act of September 30, 1950, as amended, authorizing 
Federal assistance to States and local governments in major disasters, certain 
counties in Texas, Oklahoma, Kansas, New Mexico, Colorado, and Arkansa 
have been designated as disaster areas. On June 26, 1953, you authorized an 
allocation of $8,000,000 from the President’s disaster relief fund to provide live- 
stock feed from inventories of the Commodity Credit Corporation, Department 
of Agriculture, for the drought-stricken areas in those States. This provided 
stopgap assistance pending completion of legislative action to authorize special 
credit and other emergency aids so desperately needed. The Congress completed 
action on the administration measure yesterday (July 13), and it is understood 
that the enrolled bill will be signed by you today. 

This enactment is in the form of an amendment to the act of April 6, 1949 
(Public Law 38), which established the disaster loan revolving fund in the Depart- 
ment of Agriculture. It authorizes economic disaster loans, special livestock 
loans for a period of 2 years, and emergency assistance in furnishing feed and seed. 
Appropriations to the revolving fund of such additional sums as the Congress 
shall from time to time determine are also authorized. 

It is estimated that an appropriation of $150,000,000 is presently needed as an 
addition to the revolving fund to provide the assistance conte mplated in the re- 
cent enactment. The proposed appropriation language includes a provision to 
reimburse the President’s disaster relief fund for any costs incurred in areas desig- 
nated by you as disaster areas between June 25 and July 15, 1953. 

I recommend that the foregoing proposed supplemental appropriation be trans- 
mitted to the Congress. 

Respectfully yours, 
Jos. M. Donpaer, 
Director of the Bureau of the Budget. 


JUSTIFICATION OF BUDGET REQUEST 


Mr. ANpeRsEN. We will also msert in the record at this point 
pages 1 through 5 of the justifications. 
(The matter referred to follows:) 








Disaster Loans, Evrc., Revotving Funp, DEPARTMENT OF AGRICULTURI 


For an additional amount for the disaster loan revolving fund established 
under the act of April 6, 1949, as amended (12 U.S. C. 1148a—1 to 1148a—3 
$150 million: Provided, That costs incurred in furnishing assistance in the form 
of livestock feeds in drought areas designated as disaster areas by the President 
under authority of the act of September 30, 1950 (42 U.S. C. 1 
between June 25 and Julv 15, 1953, shall be reimbursed 





from said fund 


EXPLANATION OF LANGUAGI 


The proposed language would provide an appropriation of $150 million to be 


added to the disaster loan revolving fund, established under Public Law 3838, 
Sist Congress The act of July 14, 1953, providing emergency assistance to 





farmers and stockmen, authorizes the use of the disaster loan revolving fund 
for the purposes of the act, and further authorizes the appropriation to the 
‘ lving fund of such additional sums as the Congress shall from time to time 


he purpose of the last provision is to authorize reimbursement to the Com- 
odity Credit Corporation for costs incurred in furnishing livestock feed in the 


lrought areas during the brief period prior to July 15, in a manner similar to that 











ow ‘tion 2 (d) of the new k Che furnishing of 
cl ler authority of the act of er 30, 1950, and this 
pro necessary to reimburse CCC for costs incurred 1 to 
J ‘vy fund of the Pre lent, thus sim lifving the acer inting 
t tering i this f the financing of he livestock feed 
! . 
EMERGENCY ASSISTANCE TO FARMERS AND STOCKMEN 


The act authorizing emergency assistance to farmers and stockmen approved 
July 14, 1953 is in the form of an amendment to the act of April 6, 1949 (Public 
Law 38, Sist Cong.), which established the disaster loan revolving fund in the 
Department of Agriculture. This amendment provides for economic disaster 
loans, special livestock loans, and emergency assistance in furnishing feed and 





seed, and authorizes appropriations to the revolving fund such additional sums 


as the Congress shall from time to time dete rming thus cente ring in one fund the 
inancing of such disaster operations in the Department 

It. is impossible to estimate with accuracy the amounts which will be needed to 
‘arry out the new legislation. \t present 300 inti ive been designated 
the President in 5 States (Texas, Oklahoma, Kansas, Me 
rad but stockmen in other areas mav have to be as ! 


Other variables involve such factors as the duration of emergence, 





imber of eligible stockmen who will need e1 dit., the amount of 
\ them, the number of livestoc! I ad I 1. the f 1 or ed con 
practical to provide, the costs of processing and transporting feed, ete 

It, is proposed that an appropriation of $150 million be provided at this time 
as an addition to the disaster loan revolving fund For the reasons indicated 
above, it is not possible to spell out in any detail or with any certainty the break 
lo of this amount The proposed appropriation of $150 million ibject to 
modification when more facts as to actual needs are available—is tentatively 


indicated by sections of the new act as follows: 


y ) y / ‘ 4 ‘ 9° si] x } 
1. Section 2 (b Economic disaster loans An amount of $25 million would 


provide for 16,000 loans at an average of approximately $1,500 for each loan 
These loans would be made principally to operators whose capital requirement 
large and who could not qualify for special livestock loans pursuant t¢ 
section 2 (c) of the amendment to the act. According to the 1950 census, there 
were 80,757 commercial farms in the 5 States in this area devoted primarily to 
the production of livestock, other than dairy and poultry, from which the valu 
of products sold in 1949 was less than $5,000. The loans would cover operating 
expenses during the next year, including the purchase of feed, seed, fertilizer, 
fuel, ete. While the demands may not materialize to this extent, it is entirely 
possible that if the present adverse economic trends affecting livestock operators 
become more serious or if there is an expansion of the area designated, this amount 
may not be adequate 

2. Section 2 (e Special livestock loans. While the special livestock loan pro- 


gram is national in scope, it is assumed that the major lending activities will be 


are not 





in the States where damage appears to be most serious al the pre sent time be¢ aUus¢ 
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\ t of $75 millio vould permit 15,000 


stockmen at an average of $5,000 per loan By 
S loans will be made onlv to those appli- 
’ et the current financial requiremet! 
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GENERAL STATEMENT 


Mr. Anprersen. Mr. Farrington, we will be glad to have any 
general statement from you which you might care to give to the 
subcommittee. , | 

Mr. Farrineron. Thank you, Mr. Chairman. We are here at 
your request and at the request of the committee to discuss the 
$150 million proposed appropriation or request for appropriation 
just referred to. 

With me are Mr. Ralph S. Roberts, our finance officer of the 
Department; Mr. Marcus B. Braswell of PMA and the Commodity 
Credit Corporation—the agencies that handle distribution of feed 
and seed in the disaster relief program; Mr. Henry C. Snith of the 
Farmers’ Home Administration, which is the organization that will 
be primarily responsible for administration of the lending activities 
provided for in the new loan. We also have other staff assistants 
from the Department. 

With your approval, Mr. Chairman, I plan to discuss some of 
the overall phases of the drought situation and summarize the principal 
phases of the new legislation. Mr. Roberts will discuss the budget 
request and Mr. Braswell will be available to answer any questions 
on the administration of the feed program. Mr. Smith can summarize 
the proposed plans for making the credit available under the new loan 
All of us will be glad to answer any questions you may have 

I have no prepared Statement just an outline. 

Mr. ANpERSEN. You may proceed in whatever way you feel will 
be most beneficial, Mr. Farrington. We want the complete picture 
of what is proposed and especially we want to know just how this 
ties in with previous legislation of a similar nature. 

Mr. Farrinetron. I think I might mention, first, the drought 
situation. 

DROUGHT CONDITIONS 


As you gentlemen know, the drought has been growing progressively 
worse for 3 years. 

Here are some maps that were prepared in the Department of 
\griculture and if you look on one side—I appreciate the fact that 
these maps will not show in the record—but on one side you see the 
pasture feed conditions in the United States on July 1, 1953, and below 
the same condition as of July 1, 1952. If vou will notice the July 1, 
1952 map, vou will see small areas, the deep black areas, which were 
under 35 percent of normal. That was a vear ago. If you look at 
the same portion, July 1, 1953, vou will see that that area of extreme 
black has broadened greatly. That is the area in which the major 
proportion at the present time of the disaster relief activities are 
being carried on. You will notice, however, that the designation 
“Severe Drought, 35 to 50 percent of normal,’’ covers a large part of 
the South and Southwestern portion of the country and has also 
grown progressively worse. I may say that the map for 1951 would 
show some of these areas in much the same condition. 

On the other side of the map are crop prospects, July 1, 1952, and 
July 1, 1953. Again, you will notice that there were poor crop condi- 
tions in much this same area a year ago, but that the designation 
“very poor’ and “near failure’? have increased substantially since 
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that time. This entire area of the South and the Southwest has 
already been put some time ago in the disaster area for loans from the 
Farmers’ Home Administration. 

Now, this situation was growing worse the first of the year. Secre- 
tary Benson called in the advisory committee to a drought confer- 
ence on June 22, 1953, and the Secretary bimself visited the area. 
The President on the 26th of June declared a substantial portion of 
the Southwest section a disaster area under Public Law 875. 

On June 26 our reports indicated that conditions in this area were 
appalling. There is little feed or pasture; they are short of stock water 
and there are few cash crops or crops of any other kind. 

In all, there are now 369 counties in 7 States designated in the 
drought area. Here, again, are some maps, Mr. Chairman, which 
show, up to Saturday night, the areas now in which the Department 
of Agriculture, under the authority of the President, under Public 
Law 875, is now making available feed and seed. 

As I said before, all of this area has heretofore been declared a 
disaster area for the purpose of loans from the Farmers’ Home 
Administration. 

Mr. ANDERSEN. How many counties did you say were involved? 

Mr. Farrineron. Three hundred and _ sixty-nine counties, Mr 
Chairman. 

Mr. ANDERSEN. That is approximately 10 percent of the United 
States, in counties, is it not? 

Mr. Farrineron. That is right. 

Now, Mr. Chairman, funds to carry on these programs are coming 
from the disaster-relief fund made available to the President under 
Public Law 875. Feed is being distributed in the area by the Com- 
modity Credit Corporation. The Department of Agriculture has 
stepped up the beef-purchase program, in which more beef is being 
purchased in the area. The railroads have been asked, and have 
olven, a 50-percent reduction on freicht rates on feed shipped into 


the area by the Commodity Credit Corporation. The railroads have 
also been requested Lo clve a reduction on livestock that IS, breeding 
stock and foundation herds—shipped out of the area to better grasses 


and then returned back into the area. 
That is a summary, Mr. Chairman, of what we have done to date. 


HISTORY )9F DISASTER LOAN REVOLVING FUND 


Mr. Anpersen. Mr. Roberts, I note that it is proposed that this 
appropriation of $150 million will be an addition to the disaster loan 
revolving fund. 

Will you give us, for the record at this point, the background as to 
this particular fund; how much is in it now; when was it enacted and 
for what purpose? 

Mr. Rozserts. I will be glad to, Mr. Chairman. 

The disaster loan revolving fund was created by Public Law 38, 
which was enacted on April 6, 1949. That legislation dissolved the 
old Regional Agricultural Credit Corporation and provided that its 
assets and funds should be used in establishing the disaster loan 
revolving fund. In the liquidation of assets and funds of RACC, 
there accumulated a total of $45% million, which served as the initial 
amount carried in the fund. 
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When the flood disaster occurred in October 1951 the Congress, 
through the efforts of this committee, appropriated an additional $30 
million in October 1951 for the Flood Rehabilitation Aet of 1952, 
thus providing for total capital in the fund of $75% million. 

I have here, Mr. Chairman, statements for the members of the 
committee which indicate the initial amount established in the 
fund 

CONDITION OF FUND 


Mr. ANprersEN. I| think you should have this table inserted in the 
record as part of your remarks. 
The matter referred to follows: 


'P) SUSTé loan / ing 
Lotal original fund S45, 494, 334 
Fiscal year 1949 
OO) atlol 
Loans 1, 214, 390 
Administrative expense 22, 400 
( olleetions t 
Balance into 1950 14, 257.538 
Fiscal year 1950 
Obligations 
Loans 31, 580, 777 
Adininistrative ¢ xpens¢ 185, 57! 
Colleetions 1, 630, 227 
Balance into '951 13, 821, 409 
Fiscal year 1951 
Obligations 
Loans : 20, 381, 480 
Administrative expense 1, 034, 313 
Collections 23, 030, 675 
Balance into 1952 15, 436, 291 
Fiscal vear 1952 
Obligations 
Loans 32, 464. 910 
Administrative expense 1, 360, 065 
\ppropriation increase 30, 000, 000 
Collections 21, 009, 229 
Balance into 1953 32, 620, 545 
Kiseal vear 1953 
Obligations 
Loans 13, 957, 779 
Administrative expense 1, 935, 648 
Collections é 30, 594, 625 
Balance into 1954 17, 321, 743 


Mr. Roserrts. This statement also indicates the obligations that 
have been created against the fund each year since it was established, 
and the collections in the fund. If you will notice, about halfway 
down the page, it indicates the $30 million appropriation provided in 
the Flood Rehabilitation Act of 1952. The balance in the fund as 
of July 1 was $17,321,741. 


COLLECTIONS 


Mr. ANDERSEN. It would seem from this that the collections in 
relation to this program have been remarkably good, on an average? 
Mr. Roserts. They have been fairly good, Mr. Chairman; espe- 
cially good when you consider the kind of loans that are being made. 
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sav also that ordinarily, and this is borne out I think by 
v of collections, assuming a good crop year and good 





weather conditions, we would expect something in the neighborhood 
OL S50 Nn n of collections would have been available for loans in 
954 Hows with the drought having developed as it has, and 
a fairly large part of the loans bemg in the drought area, we 
1) LU coll etvions t] t we would otherwise have, and that 
p need m the past veal Thus, it is obvious that the 
| not be adequate to take care of even a small 
) oO 1¢ lon 
IMBURSEMENT OF PRESIDENT’S FUNDS 
The pro ed appropriation lancwuage carries a provision for using 
pa 0 S150 million as TOPpOoser Th thr estimate to reimburse 
? mergency fund tor advances Made trom it between 
; nd July ) 
\Ir. ANDERSEN. I understand you have used about $8 million of 
ind for this drou eme! cy? 
Mr. Ropt I's About $8 million We had a request for an addi- 
onal $6 million, but that has been deferred, pending action by the 
Con on th estimat 
Mr. ANpERSEN. Now, Mr. Roberts, let me ask you a series of 
short questions here so we will get the true picture 
NI O} LSSISTANCI 
am now rete ‘Ing’ to the statement tl at loans M ill cover operating 
expenses for next year for those who cannot qualify for special live- 
stock loans Is this anew type of assistance not heretofore COV«e red 
ad the fun 
\hy Ro I Is Yes S tion 2 )) Is a new type of assistance not 
heretofore covered Of course, that is true of section 2 (c) loans 
also, loans have never been made, and have hever heretofore been 
authorized, for emergency assistance programs such as contemplated 
by section 2 (d) of the act 


LATION OF LOANS TO NATURAL DISASTERS 


\fir. ANpERSEN. Are the loans actually related to natural disasters 
\ 
' 


or are the. purels Lo compensate lol qrop 1n market prices? 
Vir. Roperts. I would like Mr. Farrington to answer that question. 
Mr. FARRINGTON, Section 2 (b), Mr. Chairman, changes the present 


law so as to pro\ ide that an economic disaster of any character in the 
areas found by the President to be areas of major disaster under Public 
Law 875, could also be the basis for authorizing these loans from the 
Farmers’ Home Administration, Heretofore, the lending authority 


has been limited to cases of natural disaster as found by the secretary 








Mr. ANpERSEN. Off the record 

Discussion off the record 

Nir ANDI RSEN. Let us vo back on the record \ir Farrington, 
vou said you do not think the loans are act rally to compensate fo] a 
drop in market prices? 


Mr. Farrineron. Well, these are loans; they are not grants; they 


are not subsidies. Itis a form of credit to help the man help himselt 
| hat Is the Hirst section 7 e economic disa er loan LPpLy I ly 
the areas where the President has found a major disaster exists 
Hi CLOLOre Il has 1 en necessary tol thre man in a disaster area to 
eeruify that the condition, which he used for the basis of credit from 
the Farmers’ Home Admin tration Wa cule LO a na ural disaster, 
be it a drought or flood This would be poss ble for « small farmer, 
when the Secretary makes a finding that an economic disaster also 
exists, even though he was not directly affected by he drought, to 
come to the Karmers’ Home Administration and ( the credit he 
eeded 

Qn these ( livestock loans the Oona sectLo at apd 
ull over ti United States due to the peculiar circumstances im the 
live Ch I ust! Althou | there S more need mM the drou cht 
areas, tit sali 3 Of live OC} LV ¢ yushed I clo I ull ! th 
COUNRLPY) 

Nha ANDERSEN ihev do: yply nro rhout thre entire Caciule belt? 

Mr. Fa Y« 

INTE] a | | TRS 

Nii LNDI v. The Secretar Ha n these loan ind any 

terms or at anv interest rate he chooses. That 1s my understanding 


Mr. Farrincron. Under the first section, the economic « 
a 
loans, section 2 (b Jo aly have authori vy to set the rate of interest 


able 
Those loans are presently being made at 3 percent They are pri- 


: 1 | ] ‘ 
marily to small farmers. On the special livestock loans, section 2 
b), Congress fixed the rate at 5 percent 
SPECIAL COMMITTEE TO CONSIDER LIV STOCK LOANS 
’ . im 1 1 . 

\lr. Anpersex. What will be the difference between this kind ‘of 
loan and those that the Farmers’ Home Administration is able to 
make under present production and subsistence loans? 

Nir FARRINGTON. Or course. the Farmers’ Home Administration 
will make both kinds The only difference is that in the case of the 
livestock loan, the Farmers’ Home Administration will have the advice 


e 


and counsel of a special committee appointed by the Secretary to 
conside livestock PON ns As | sav. the y ¢ ! 1) nade | rouchoutl t} 
[ l ted States 
Mr. Anpbt 
explain how 
Mr. Farrineton. They will be administered by the Farmers’ Home 
Administration. 


| | | 


SION Referring to the se special livestock loan Ww ll you 


R 
these will be administered? 
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Mir. ANDERSEN. Yes 
\Ir. Farrineron. The Farmers’ Home Administration will have 
the counsel and advice of the members of these special committees in 


their administration 
Mr. Anprersen. I am glad to hear that. You are not setiing up 
any new sets of committees, then? 


\ir. Farrineron. There will be some new committees 
Mr. ANDERSEN. Let us go into that. Why ts it necessary to set 
up anvthing which might be in competition with the Farmers’ Home 
\dministration setup in the various counties of the United States? 
What is proposed under the bill, Mr. Farrington? 

Mir. F vaton. They won’t be competitive with the Farmers’ 
Home Administration. They will be committees composed of men 


vith specialized knowledge of the livestock industry and the financing 


lexas, for example, which is the largest State in the 
nion and one of the States that is worst hurt in the drought area not 


necessarily in the worst condition—it is believed that there will be 


somewhere between 4 and 7 of those special committees. In other 
States where there is perhaps not very much demand, there won’t be 
but one committee for the entire State. The Farmers’ Home Admin- 
istration representatives will work up the data and make the analysis 


of the loan and present it to the committee. He will have the advice 
of that commiitee in loan making 

It may actually be cheaper than to convene all of the various county 
committees the number of additional times it would be necessary to 
consider those livestock loans. 

[In addition, we think it will make for better administration to have 
the advice of bankers specially experienced in making livestock loans 
and representative stockmen themselves as to what should be done 
in the industry 

Discussion off the record.) 

Mr. Warrren. You have had experience in the disaster loan pro- 
eram with the Farmers’ Home Administration where the experience 
has been very excellent, the rate of collections has been good, they 
have handled huge loans in many instances, and the administrative 
costs have been relatively small compared with the volume. The 
Farmers’ Home Administration personnel are regular employees of the 
Government with regular jobs and are already paid. Asa result, they 
have the responsibility of doing an overall job. But the bill as it was 
originally reported provided that this committee include representa- 

ves of local lending institutions. The conference report changed 
that somewhat after [ offered an amendment and pointed these things 


[ do want to ask if this change in the conference report represents 
hange in attitude 

The original bill as it passed the House provided that this com- 

representatives of local lending institutions; 

that they should be paid as much as $25 a day each. The conference 
port, so far as the creditors are concerned, provides: 


Pail 
i0ould nclude 
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the creditors of the applicant will not be asked to subordinate their indebtedness 
but must be willing to work with the borrower to the extent of executing standby 
agreements for such period of time as is reasonably necessary to give the borrower 
a chance to substantially improve his situation 

Could they then foreclose when the collateral gets up to where the 
lending agency thinks it is safe for such lending institution regardless 
of where the farmer was? There is nothing in the law to prevent that 
from happening. 

Now, the original bill provided 


The committee shall consist of at least thre members appointed by the 
Secretary from local financing institution livestock operators, and persons 
having recognized knowledge of the livestock industry The committee shal 
perform such additional functions under this Act, including general direction of 
the servicing of the loans, as the Secretary may prescribe The members sha 
erve at such compensation as the Secretary shall deter ne execeding S25 


for each day spent on the work of the committe 

Mr. Farrineron. In the first place, the $25 a day is a top figure 
that could be paid. 

Mr. Wuirren. If this committee felt that was too much or that 
the FHA should handle the loans as heretofore, the only thing to do 
would be to put a provision in the appropriation language restricting 
the use of the funds. 

Mr. Farrtncron. That is correct We have thought im drafting 


the bill that vou might have a number of States where vou would 
just have one committee serve for the whole State that is, to advise 
thy Farmers’ Home Administration peopie ana appraise the loans 
with respect to the entire Stat 

Mr. Warrren. Mr. Farrington, you folks in the Department of 
Acriculture have worked with this all over the United States. While 
Dillard Lassiter is gone, you have inherited very fine employees of the 


Farmers’ Home Administration, and you have brought in some fine 


people from the industry. Is this a case of the Department deciding 
FHA just does not know how to run it? 
Mr. Farrninaton. No, sir. The plan is to use all of that talent in 


’ 
the Farmers Hlome Administratiorx It is a case that because of the 
peculiar conditions in the livestock ind istry, because they are specia 
loans to the livestock people only 

Mr. Wuirren. Is the Farmers’ Home Administration wholly ine 
perienced in the problems of the area in which they work and hav 
worked for vears? 

Mr. Farrinaron. Oh, no. 

Mr. Wurrren. Is it any more specialized than the fur loans which 
your Farmers’ Home Administration | 

Mr. Farr 
narrow field in the fur loans. 

Mr. Wurrren. I know of cases where the Farmers’ Home Admu 
istration has handled $ 900,000 loans handled hi 
collected all of the money plus interest Is it that vou do not t t 
the employ es of your own agency Lo go out in this { eld? 

Mr. Farrinaton. No, sir. We do trust them. As I say, the 


] } . . li ! ? 
have done a cood iob, and we exper to ul Ze tin 


as handled in large amount 


INGTON Of course, they are operating i a much mol 


them well, and has 
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Mr. Wairren. That is right. It is still applicable if the President 
determines there is an economic disaster of the area. I am not being 
political in this. I took this same position just as strongly when 
the Democratic President was going to use the Government to come 
in here and insure everybody against loss. I have not changed my 
position that if the President says any locality is suffering a natural 
disaster, he can so declare and then you can come in with special 
legislation to provide for that situation. 

Mr. Farrineton. Yes, sir; but no more than was done heretofore 
under Public Law 875. The only thing done under section 2 (d) is it 
sets up in the Farmers’ Home Administration a fund to reimburse the 
Commodity Credit Corporation or any other agency of the Govern- 


ment that uses its resources to carry out the function. It does not 
broaden the subsidy or grant under Public Law 875. 


Mr. Wurrren. It changes the basis on which it is made. If a man 
loses his shirt in the cattle business, he sustains an economic loss; 
then he can get relief whenever it is certified by the President that 
he is in a disaster area. 

Mr. Roxserrs. It is mv understanding that the need for emergency 
assistance for feed and seed must grow out of a natural disaster 

Mr. Farrincron. That is correct. 

Mir. ANpeRsEN. Let me follow vour line of thought. This is the 
point I really had in mind when I opened up the discussion, as to 
whether this was not a new approach and whether perhaps it would 
be unfair to certain groups of our farmers scattered over the United 
States. If this assistance does go to people who are hit because of 
some natural disaster, then why should not the farmers in my district, 
for example, who have suffered this spring because of certain small 
local floods be eligible to come under this particular Act?) Thev would 
not be. But, as Mr. Whitten has brought out, when vou have 50 
or 100 farmers in one community who are wiped out by some small 





natural disaster, it is just as much a disaster to them, whether or not 
is a small, local affair, or large in extent as is the case with the folks 
in Texas What do you have to say about this comment of Mr. 
Whitten? 
First of all, have we any method of approach whatsoever to ob- 
tain any benefits from this bill? I assume we do not unless the 
Preside t declare . 


I 
Mr. Rosperts. My understanding is that this bill does not remove 


t a disaster area; is that correct? 


that type of disaster from the loan program which was authorized 
P bli Li Vi Ss and thre se loa Is, such as the Farmers’ Home 
\dmuinistrt t10 has heen maki i” for a number of vears out of the 
disaster loan revolving fund, will still be available. Those loans 
1 be made without a declaration by the President of a major dis- 
ster. Public Law 115 extends the authority to include economic 
pecial livestock loans, and emergency assistance in 
feed program beyond that for which the present act now provides. 
| think it should be made clear that these economic disaster loans 
he made where the Secretary determines an economic disaste! 
has « d the need for agricultural credit only in those areas that 
the President nder Public Law 875, declares have suffered from 
major disas 
The authority for the feed program, under Public Law 115, must 


so crow oO of a natura naior disaster. 
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Mr. Wuirten. Of course, we have the utmost sympathy for the 
proble m here, and within the limits of what is sound we wish also to 
— in the effort to meet this problem which is rather severe. I repea 

rain, though, I question if there would be an individual or group of 
mefividuale in a small locality in a State that happened to be far 
removed from this area—unless the governor certifies to the President 
and the President on investigation finds and declares this a disaster 
area—who might have had a personal and individual economic dis- 
aster, are qualified under this to cet the same attention as those people 
who happen to live in the larger area unless they need $2,500 or more? 

Mr. Farrinetron. That is correct Tl ey are not 

Of course, the Farmers’ Home Administration under Public Law 38 
upon designation by the secretary can and does make loans in a 


natural disaster to small groups of people I mean if there are 1 or 2 
States where they only have 1 or 2 counties. under Publie Law 38 
they can provid disaster loan hat authority is not affected one 


way or the other by this law 
Mr. Roserts. | wonder if | could supplement my previous state- 


ment in re ply to the quest on of the echatrn an to sav that emergency 


livestock loans would be available in anv area; that is not contingent 
upon the declaration of an emet Cricy bv the P ident 

Mi Wuittt In those loal f however, is not the bank asked LO 
take a second mortgage and asked to stand bv for a reasonable length 
of time to @ive you a chan to get it stra itened out. Is that 
correct. 

Mr. Farrineron. That is correct 

Mi \' HITTEN Wh IS Ul on \ } tT ao tn l re urd ) 
individual cattle loa 

Mr. FaArRin¢ wN. I think th 1 iY ) Ses 

Nh W HITT In ur see l and feed relief e en if the cattle rehet 
Situation is On a broad seal What is the reason vou cannot handle it 
under the FHA procedure 7 

wi Iraq RINGTON The only feed and seed 1ouns made re thos 
nade by the Farmers’ Home Admin n procedure We mith 
can answer that question 
SUGGESTION OF MAKING FUNDS AVAILABLE FOR SUBSISTENCE LOANS 

UNDER FHA 

Mi ANDERSEN. On that point, why would it not | a good idea if 
we would make a rood part ol thi money avatlable for subsistence 
loans under the Farmers’ Home Administration instead of as presented 
to us? | am thinking possibly of, sav, $50 million to be added to tl 
ubsistence loans. the 1 rular sul istence loans, of the Farmers’ Hlom: 
Administration, and I am wondering, gentlemen, if that would no 


4 ‘ { em 
POrvcunity to be considered 


help cl1ve other disaster areas an ¢ 
Mr. Wauatrren. I think the If should handle this program, 
Harkine back to the Kansas-Missouri flood, which was tough because 


the disaster had a tremendous effect on a world of p opl » and was a 
strikingly serious disaster, the total loss was above $2 billion, so the 
reports said The loss of life was considerable, the livestock loss was 
oreat. For the President of the United Stat at that terme, who fel 


very stro oly about it and visited out there, to come in a id ask the 


CGrovernment to set up ap Insurance organization to take care oO; that 
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nd of thin hi the futu asking us n effect to make oralt Lo 





elieve those p ople of the Loss they had sustained, had a vreat appeal 


If we had the money and it had been our money instead of the people’s 
money tor whom we were truste probably we would have done it. 
But after wor “ing with that, we conel ided the best thing we could 


ao tor our peopie ins ich untortunate States was to make available 
1 1 : | : 
through the regular agencies and departments of the Government, 
1 1) l 4 4} ] +} ‘ , | 
loans so thev could rehabilitate themselves And at that time, through 
¢] «J } ’ ‘ | : | ] ] . 
hie ou Conservation Servu which was the lending agency, we 
. ' ' \ 1 1 } 
reased what they had to meet the soil problem We increased 
tt REG Lene Yr Quthor Vy sO that it would har 1 Drone r pase to 
; sala ast , ; 
I cost bhrougt I ior 1 W itho Vy Vv ad 
« Onal Lo s( I | CO a a ! 1 Ul rt) i 
} ' 
| Ss’ bi \d ( ma litional ds ava 
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1 do. ( sp ‘ 1) vho il 
) 41 ] ‘ 1 
l UU rere I i} ie 1) alors Live rie | oO the 
the same plight in the sam 
| 1> } 1 
( ~ i ‘ ( (i¢ ( (Tis 
l 1 
: IValladi ( stloa i ana 
| mers. Hoy Administ on to meet thre 
» be appl | to th | { “ es of apat 
1 
i i ! ( ‘ ) i ) er thines 
( ( yO! Dron — | = iu ( ) ié thy, 
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\ \ No vi You say | hog men have mad 
: of my \ f im then | th purely 
on ( nee oO mm? 
\ IN. UO ( ~ UI so far as th s eonle 
(>! i 
. . — ' , 
i] LN] ON NO Ty Viarshal do vou have anv comments 
oO rr) Ik eST1IO! that na portion o thi should De pu Vel Nn the 


Subsistene oan program of the Farmers’ Home Adm nistration? 


\ PSHALI i seems to me yvour suggestion has a lot of ert. 


I feel so be iuse the ormation which has been going o it has pointed 





Some 


to the fact that the Farmers’ Home Administration will have con 
siderable to do with the making of those loans and the taking of 
applications. The problem in this committee and the Congress to 
appropriate the money for the Farmers’ Home Administration is based 
upon the national need. This program is thrown into their laps 
which means that funds which have been appropriated in the regular 
appropriation will be used to meet this emergency. I do not think 
that is exactly the intent of Congress. The burden which is bein 


placed on the Farmers’ Home Administration administratively 


what is needed in this appropriation The dea of setting aside fi 
certain amount of the $150 million I think is also justifie It would 
seem to me administratively that it would be wise if we had son 
funds that were set aside to me later emerge! s. most of which 
are small loans and naturally fall to the Farmers’ Home Admi 
istration 
DA ( D STEI 

Mr. Warr I ask th ut’ this place d we have 
tabli mse! d sho | the ) ln tye ( loa each ol the state 
that the Farmers’ Home Admini ion ha led under Publ 
Las 38, and this disaster-loan program | al { rh both th 
minimum and the maximum loans handled 1 would hke to show 
what funds have been allocated to them from the disaster-loan fund 
and from other sources through regular appropriations to meet 
admiunistrati f problems, plus apn estimatl i to what additional 
administrative funds should be made available to them in order to 
meet these needs if they handle all of 

1) SCUSSILON off the recora 

\ir Wu IN | would bike Lo vdd at th SUL Lio of Nir 
Marshall, that the breakdown he comprehens enou hy to show the 
loans within the $7,000 limit that the Farmers’ Home Administration 
normally handles, and then the number of loans by St: s, from $7,000 
up to $50.000 which thev have h dled under these two loans. an 
then those loans by States that are in excess of $50,000 

Also, I want the amount of administrative fund that have be« 
allocated to them to meet sper al problems inder the disaster loa 
as a cuide to the committee as to what action we should take in setti 
up some means to meet this situation 

This lane age that you have i he basi law frichtenu It 
looks like it gives vou authority Lo cancel ou all the rest of the 


activities of the Department of Agriculture, and as if you decided to 


stand on these area the President has 


not vour intention, but the language is that broad 

Mr. FaArrInGten. Certainly there is no such intentio1 

\ table showing a breakd wn of disaster loan Dy size ot} the 
loar § for fisc al vear 1953 may he found on p. ov 


Mr Rosi RTS Mr Chairman: the tabl | have passed out shows 
by States the principal advances that have been made from the dis 
aster loan revolving fund, under Public Law 38, the principal pay- 
ments as of M iv dl, the interest payments and the principal balance 

The additional information which Mr. Whitten asked for we will be 
clad to furnish to the committee later 

The statement above referred to follows:) 








t 


V,} e and : s27Me? r? mad rom the disaste an revolving 








’ } ! 
\ \ | é ) nil I hy »\ tid CiHust¢ tin 
‘ ' ( ( men vas defeated lare on the basis o 
; } 1) 
nie the i nie Home Administration was quaihed by 
‘ ) e « in id loans ip te $7.000 | could not get time 
to al { t aro nt, pi if is unsound and unrealistic, her Bwuse 
O have « lefinite!l been handling some tremendously large 
; PES 
‘ and | © Hee nana wm vel SELISTACLOPLY 
\ | s MM ( rmal fz 12 speal to the suggestion 


\Iy Avp Spe Al] richt: co right ahead, Mr. Roberts 
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DISTINCTION BETWEEN PRODUCTION AND SUBSISTEN( LOAN AND 
ECONOMIC DISASTER LOAN 


‘ > ; : 
\Ir. Roperts. [ would like to make a short statement ar d then have 


) 
\Ir. Smit] 


1 supplement it There is a difference between the produc 
on and subsistence loans of the FHA, and the eeonomik disastel 


ronns th it are proposed ay re 


Mir. ANDERSEN. You savy there is a difference: what is the difference 


between the two 
Mr. Smrru. Under the production and subsistence loans there is a 
tatutory limit on the size of those loans 


\Ir. ANDERSEN. We know that, Mr. Smith. 


\ir. Smit And also thev have a $10,000 debt limit Under the 
econom disastet loans contemplated i section 2 (b) there is no statu- 
orv limit and for that reason that particular loan w ld be geared to 
ne amount th vy need, and t W yuld not ay restricted as thre produc- 
on and subs nee loans would be res 

Git ( \ \ K¢ SMAI LOANS 


lation ( 1) S pal Culp! }) woTAl vh e does thy 1] tle fellow come 
, Q)' course we have the $1,500 loans under the propo ed economic 
is hee ection 
\I SMITH » O00 inder the sp | { % - 
\ir. Wu hat is the maximum 
\] SMITI Vac 
\] WHItT! Suppose some little fellow cannot qualify for $2,500 
Sul ) thé despe reat | re ed on] 700 or $ Ut TO! wh ( ly he ml | 
lif What a ss would he have; would | In the picture? 
MITT Yes ll He has two | Opel » him now One 
vo 1>¢ t} Is ¢ onom disast rion | ) wore mae! that 
Onl e could %’O down to whats Ver amou his credit ner Is wel wh 
i eould regard! s of how small or how  lare hev were In add 
ny is el pt AY cous | Ue USSISLEG hae th reg LW’ DrOaUcLION 
DSis The le . 
Vir. ANDEI ‘. The small farmers are the ones who probably will 
elD Phat > whv | am tt Tene to my s stion that 
ri Il OOF ( aio it Oo h hould ¢ LaLare ad ©) thre ilo- 
tic i the prod Lio} na bsistence Lo: SO] the Ik rmers Home 
Administration »> that Cor ress ill be sa ed that tl r eases will 
De | LOT ¢ l ol \ V ill ye sp Purthe On hy Mii Rober sf 
Mr. Roserts. That is the question I wan 0 speak to, M1 
Chairman 
Nik ANDERSEN Of the record 
1) }SS on off Wy record 


PURPOS OF ENLARGED REVOLVING FUND 


\{r. Roserts. The proposal that is now before the committee, 


\lr. Chairman, is to establish an enlarged disaster loan revolving fund 
in the Department of Agriculture which would be available, not only 


during the present emergency, but which would be available to meet 
ie future. 


} 
like emereencies 1n t 
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It would be available to provide funds for disaster loans, such as 
have been made heretofore under Public Law 38, as well as the type 
of loans and feed programs that are proposed by Public Law 115. 

The amounts shown in the justifications for the three types of 
activities under sections 2 (b), 2 (e), and 2 (d) are indicative only of 
the amount of money which it now appears may be needed to take 
care of those situations. 

It is not intended that those amounts would be earmarked for these 
particular purposes; namely that there would be earmarked $25 
million for economic loans, and $75 million for livestock loans, for 

xample 

Rather, it is intended that funds would be made available as an 
augmentation of the existing disaster fund, subject to allocation by 
the Secretary as the need is determined. Also as the need is disclosed 
for more money for the regular disaster loans under Public Law 38, 
funds would be available for that purpose. Similarly, if the need is 
disclosed for more money for emergency feed, ithe money would be 
made available for that purpose also. 

If the original proposal is to be carried out it is essential that it be 
done either under Public Law 38 or Public Law 115 because the col- 
leetions on these loans under both pieces of legislation will go back 
into the revolving fund and will be available for future use. If you 
transfer this activity to production and subsistence loans, collections 
on such loans would be repaid LO the Treasury and would not be 

vailable for future loans 


Mr. Wuirren. The members of this committee do not intend to 


tire, and most all of the members of the committee, the individual 
members, expect to stay in Congress. This method will keep us from 
1: “per: . ’ 
andline those revolving funds annually. 
Mr. Roserts. | knuw, Mr. Whitten, and we expect to report to 
he committee on what has been done under these funds. 


As you know, situations have occurred when Congress is not in 


session, and when it is not possible to get the advice and assistance of 
the Congress in taking care of a situation The $150 million, frankly, 
in stimate of what mav be needed if the drought area extends 


bevond it present scope, and it now appears that it might. 
If the Con ress were available for the next 6 months and could be 
available to appropriate additional funds for use, the $150 million 
night not be needed immediately. 
\ir. Warrren. Here is a problem that we have confronting us on 
s committee, we give everybody credit for the best of intentions; 


mav be right, but economically when you do something through 


a la that applies onlv to a ven area that anv body micht designate, 
Mir. Farrington, vou confine it unduh And, if you say the small 
perator can secure a loan only if in that area, but the larger operator 
needing a loan of $2,500 vet it wherever he is, vou make it worse. 


In my own district I have 4 or 5 counties that I have been advised 


ave been designated as disaster areas, and others come within the 


lar Farmers’ Home Administration program which has heretofore 
i 


have 2 or 3 adjoining counties where individuals living within 


those counties have suffered similar effects as the folks in these other 
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Are you going to tell those individuals, “You live in the wrong 
place. We passed a law applying to a given area but not to the 
country as a whole’’? 

There is a very definite reason why Mr. Andersen and the rest 
of us would like to have something that would give it general appli- 
cation clear across the board regardless of area, which would be 
general. [am not striking at anybody in saying that. 

Mr. Hunter. I was going to ask Mr. Whitten if he had a specifie 
proposal in mind. 

Mr. Wuirren. Mr. Andersen suggested that vou make some funds 
available to the regular FHA disaster loan program as against tying 
it on these three. I think the cattle loan should be available just 
as readily for the $2,450 man as the $2,500 man, and I think the 
same committee for both should suffice. 

Mr. ANDERSEN. Off the record. 

(Discussion off the record.) 


PART-TIMI AND TEMPORARY POSITIONS 


Mr. ANprERSEN. Let us turn to page 4 of the green sheets, Mr. 
Roberts, on which you have $924,997 for part-time and temporary 
positions. 

Just how much of that is for the payment of $25 per day as allowed 
in the basic act of committee members under this special livestock 
loan setup? 

Mr. Ronerts. Approximately $47,000, which is found on page 6 

Mr. ANSERSEN. $47,000 on page 6? 

Mr. Roserrs. W. a. e. employment, $47,250 

Mr. AnpersEN. That is what vou contemplate will be the sum total 


of all of these per diem reimbursements? 

Mr. Rorerrs. Yes. It is computed on an average of $15 a day. 

Mr. ANDERSEN. Then what about the balance of $877,747 tem- 
porary employment? Just to whom will that mone, vo? 

Mr. Roperts. I will be glad to have Mr. Barnard discuss that 
item 

Mr. Barnarp. That contemplates 258 man-vears of temporary 
employment. These consist cenerally of GS-2 and GS-3 clerks, 
and GS-5, what we call assistant county supervisors who are tem- 
porary employees who would assist our recular people in working 
up these cases 

Mr. ANDERSEN. In other words, they will be placed in the recular 
FHA offices to h ‘Ip out? 

Mr. Barnarp. Yes, temporary assistants. Generally, the Assistant 
Supervisor would go out and check the security, and that sort of thing. 

[r. ANDERSEN. Do you have aly questions, Mr. ] 


auird? 


QUESTION OF STATES PROVIDING ASSISTANCI 


Mr. Larrp. I want to get a little more information on these eco- 
nomic disaster loans. 

[a Wisconsin 2 years ago a considerable amount of pressure was put 
on the Governor to make a declaration that certain counties were 
disaster counties. Does this require such a proclamation on the part 
of the Governor? 








Ir. FarrinGcron. Yes, sir: under Public Law 875 the President can 


2 onl pon the request ot the Cy,overnor of the state 
\ir. Latrp. Our Governor refused to declare them disaster counties 
iuse he felt that it was a matter that the state should take care of 


At the White House this morning our leaders are talking about 
economic disaster in this country. that is. the raising’ of the debt 


75 bilhon 


The discussion this mornin at the White House, is whether we 


] ; . | | ) 
It in this country above st 


ll be asked in this session, or early in the next session, to raise that 
debt, limitation 
ynnt on ( very ! } m\ WT) mind that this is not ust 
i \ ‘ i Stilt i y ‘ i i i tite ail i { 
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REASON FOR REQUESTING CHANGE FROM REGULAR FHA LOAN PROGRAM 


Mr. Wuairren. The Government, under this program, might go in 
and put up the money to carry those livestock through and get them 


in good shupe, so that the bank’s loss will be less than it would be 


otherwise and the farmet be out entirely Th ( is nothing to prey nt 
that, is there? . 

Mir. Farrineron. That could happen, but the hope is to imp 
U! I pos! nso h ered | ood Walla dt Cr ermine ( 
org Ou 

\ir. WHIrtrEn In ew of vour p { eXD 1} ler the present 
ope Liol re the i Hlom Adi ratiol ! mad uel 

( ! a 1 hy handled these dis t¢ | had protected t! 
( rl el None with it hv ha uu chat ( » tl course 

aed tine ( nt \ Wh ( the lar ( | \ 


| . | In reneral red ors have 0 ) I questec to sul 
( 1 ( ( lel Inder oO ( { loan 

We] ( roceeded und eral p vo ! < Oo 

i wd ) i ‘ ( I ) 

Mr. Wart! Lan ou ho equirer I In) rance ¢ npante 
und other oO agree that the ld let uu go ahead and let you co 
CCT our mo peiore Vo i e loa W he l nee companht 

e had outstandin mort CS | ia tie not bee 
required to agree to stand back and let vou collect vour money fi 

My > | The Kart I Home Admu tratlo under its disaste 
lon program has ope ited on tl » poicy t i creditors ( ad no ay 
required to 1h) rdinate Lhnel piortevag We have required that an 
aveTe ent be worked out With the other creditors whereby there 
would | al split nm the live stock Income intil such time as the ot! 
creditors al d the Farmers’ Home Administration have been r¢ paid, 

Mir. Warr! But you have not subordinated the Governm 
position to that of the creditors, have you, as this proposal would do 

Mr. Suirn. We have cen second mortgage 

Vii W HI CI Wi are not talking about hie exceptional case, D 
it fh not been you pol y to subordinate the Government’s loan to 
th position ot the creditors Now, vou know that Is not true | 
can pot out the cases 1f vou wi il them, Mi Smith You know that 
it has not been the practice up to now to subordinate the Government's 
loan to that of the credito1 vhich already existed 


Nii SMITH In connection with the ca h-crop loans, like cotton 
Mr. Whitten. the Farmers’ Home Administration alwavs took a fi 


lier on t! eP cotton crop being produced ()t course. there we had } 
! ht to the income from the cotton, and thi is What we used to 


obtain repayments on loans 
Mr. Wurrren. Are you familiar with the large loan in Mississippi? 
Mr. Samira. Yes, su 
Mr. Warren. Are you familiar with the details of it and what was 


re quired? 
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Mr. Smiru. Yes, sir. 

Mr. Warrren. Did you ever take full control of how the business 
would be operated to see to it that the Government was protected? 

Mr. Smirxn. We had a first mortgage on Mr. Brown’s cotton crop. 

Mr. Warrren. Did vou not require the insurance company to waive 
an existing mortgage before you made the loan to him? 

Mr. Smirx. They did not have a first mortgage on the chattels. 

Mr. Wuirren. Did you not give them permission to take a mort- 
gage 

Mr. Smirx. The insurance company had a mortgage on his real 
estate. 

Mr. Wuarrren. But you did say on the other part you made them 
give it up in order for you to make the loan? 

Mr. Smirxn. They increased the mortgage on the real estate and 
made the chattel property available to the Government for security. 

Mr. Wuirren. And that has been your ceneral policy to secure the 
Government in making its loans? 

\ir. Smirn. As a general policy we do not require the creditors to 
subordinate their mortgages on livestock or equipment 


Mr. Wuirrren. Also it was not vour general policy to subordinate 


the Government’s loans to those of the existing creditors. That was 
another general policy that vou had. was it not? 


Mr. Smrrx. I think the point here is what the requirements are 
in connection with loans 


Mr. Wurrren. I know your point I am asking you was it the 


+ 


reneral policy to subordinate the Government’s loan to the out- 


standing debts of the creditors which already existed? 

Mr. Smrru In connection with livestock ; 
\lr. Waurrtren. Was it the general policy of the Government to 
subordinate the Government loan to the outstanding indebtedness 
and to the creditors that 
picture? Was it or not? 
Mr. Surru. I would like to tell you what we do. 
Mr. Wurrren. I would like for you to answer the question, and 
then you can qualify it in any way you want to 
Mr. Smiru. No, sir, we did not. 

Mr. Wuirren. That was not your policy? 

Mr. Smiru. No. 

Mr. Wuirren. Now, go ahead and explain it in any way you wish. 

\Ir. Smirx. In connection with disaster loans to livestock operators, 
we take a second mortgage on the livestock and required an agreement 
from the creditor that the income from that livestock operation will 
be divided between the first mortgae holder on the livestock and the 
Government 

Mr. Warrren. Would vou sav: “The creditors of the applicant will 


eir indebtedness but must be willing to 


at the time you stepped into the 


existed 


not be asked to subordinate th 
work with the borrower to the extent of executing standby agree- 
ments,”’ that is a change from the existing law? 

Mr. Smrrx. I think it is contemplated, Mr. Whitten, under the 
regulations for the special livestock loan that a similar arrangement 
will be obtained between the first mortgage holder and the Govern- 
ment with regard to collecting from the borrower during the term of 


> 








the loan, SO much to be paid LO the Government and SO much to the 
first mortgage holder. 

Mir. Warrren. That is not required in the law, but that is your plan? 

Mr. Smrru. That is the plan 

Mr. ANDERSEN. Can you pul that policy into effect, the law being 
what it is, Mr. Smith? 

Mr. Smiru. We think so 


Mr. Farrineron. In my testimony before thy Hous and I have 
hot seen anything in the bill that would necessitate changing this 
approach I said hk the Orainaryv case e@XIstinge’ creditors would not be 
asked to subordinate thei claims to the Government but would b 
expected to cooperate with the Government and the borrower by 
eiving standby agreements tor th Lim necessa;ry to enable a HDorrowel 
to tinve \ CUS LOL ch rhe it Ove \ 

Now, 1 ou ations which we ar it is iired that 
whet the Ge ‘ tL put up money to \ omethin tt) (rover! 
mi Lh first hen on th methu lik Our OF nh, t 
Choe not amount to subordinatio but merely to the creditor standu y 
asic He will keep his security; we will be taki 2 second mortgage 

{ 14 hh} ( lo ! ( ( 3 eul 

\i \\ t | itl Li \) iil re ( a Hhy 
WoO ad i ( ( he bat | fin) ! | le Out whol 
th hin q natura 15 | re L « ister-i 

( ( rs il trie | I 1 » be ( l 
I i ! io tive ( | \ t| tha 
| | ! t| nod i LO it edit \ itu 
ju VOne ¢ s We have n n e bal 
I ( an } true hh ¢ \ 

| ( ) ! ne ) 1) ! han Hye ( i re) 
pre 1 has been lesire of lo , tut it 
means and ubtioar oO he G ( va { l « Dian th \\ | 
thei presen Ves on \ r lo Hoard ru ti X so th { 

\I | I rl QO \\ 1 i | Cf) Lo | lO > tr) ) 
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\J KO s. Fo I nul utter the mctun t of Publ \ \ 
> hich « present suas loan fut refing ne did take 
vitae Dut Was ¢ ( tind ) \ ! { ive action 

I \\ HI \ \Ti IX ( QO} ) 1) i 1ere 
people have to borrow from the Fa Hon \diminist O 
On i ist De e th ipplication it it WV mot ited | hose 
to whol thre ) S ate ! 21 \ ndebt Cha ot | 
Lo } aren lt been tl eneral Lic Hav hy 
eX ar | hit that Ia lool it this { ciosel 

Discussion off the record 

PURPOSE OF PROGRAM 


Mir. Hunrer. As far as these livestock loans are concerned, | 


understand the purpose of it all is to help the farmers who are in the 


t 
cattle business to keep ir cattle on hand, The reason the beef 
| 


+] 
prices are so depressed is because we are slaughtering about 50 percent 
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more right now than we were at a comparable time last year, and that 
is one reason why prices have gone down as they have. We are not 
slaughtering too many in proportion to our total number, but we 
are depleting our herds. 

If some sort of special credit is not given the banks in these so-called 
disaster areas, you are going to force the people to liquidate the 
animals so that they can get their money. I understand the purpose 
of your program is to help the farmers to hold on to their cattle and 
liquidate them in a reasonable and orderly manner. 

Do I understand that correctly? 

Mr. Farrineron. That is correct. Slaughterings up to the end 
of July of this vear of livestock were on the average 44 percent ahead 
of last year. That is the United States average. They were 60 
percent ahead in the drought areas. It is quite evident that some 
steps ne “l to be taken to stabilize the entire cattle industry, to help 
stabilize it, and that is one of the purposes of this bill 


Mr. Hunter. The whole industry, not only in the disaster area 
but throughout the United States. would be better off if these cattle 
ar slauechtered In a more ¢ rderly nanner and over a longel ) riod of 


Nit ke | INGTON. That is correct 
Mr. ANbDERSEN. It is rather interesting, Mr. Hunter, that the 
market on cattle has streneth ned to the extent of $2 or $3 a hundred 


4] ] 7 ‘ 
since the low pon} 


\ Hunter. It is beginning to go up a bit now 

Mir (A DERSEN ‘| 1 peo] le | now that the Graovernment i trving 
to do something about the sttuat n, and Il believe that the market 
strenethened b use of that feeling of confidence. 

SUGGESTION OF GIVIN¢ ASSISTANCI NDER EXISTING PROGRAM 

Mir. Larrp. I want to find out why the help that would be granted 
under the economic disaster loans that are approved under this bill 
could Not be ranted under ex Inge progrTranis 

Mr. Farrinecron. The present program authorizes loans only for 
rhe tural lisasters, the disaster-loan program Th ame help ( ould be 
olven under the assi Lance -loan progTam of the Farme r’s Home Admin- 
istration. but thev do not alwavs hav: the money to ¢o around. 

Nia L IRD If the money ere there to go around there would be no 
need f thi program 

M I RI GTON Ye his is more or less to meet emergency 

uatt 1) | 

M Lairp. Kach time we have at emergency situation, whether it 
be in the dairy industry, cotton, peanuts, or anything else, are we 
going to have a whole new program coming upon us? 

Mr. Farrincton. No, sir; we have not had 

Mr. Larrp. We are starting something new here. Are we going to 
h It mn the fut ire? 


Mr. Farrineron. I could not say, sir. This is a broadened author- 


ity to make loans in those disaster areas. 

“Mr. Roserts. You understand, do you not, that the economic 
disaster loan could not be made except as there was a natural disaster 
of major consequence and the President, upon the request of the gover- 
nor, declared that there was a major disaster in the area, so you could 
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not have an economic disaster-loan program unless you had a natural 
disaster. 

Mr. Larrp. Mr. Cannon, off the record, was commenting on the 
county just outside a disaster county. 1 think that county can be 
taken care of now under the subsistence-loan program of the Farmers’ 
Home Administration, is that not so? 

Mr. Roserts. To the extent that the funds are available; yes 

Mr. Larrp. So he can certainly write that farmer. He was riven 
the impression that there was not anything you could tell the farme: 
There is something that you can tell the farmer There are other 
loaning agencies and other loans available to him; are there not? 

Mr. Roperts. Yes, and that has occurred in the past under Public 
Law 38. Where the Secretary declared a disaster area under Public 
Law 38 to include certain counties, to the extent that counties on the 
fringes were not taken care of, loans were made under the subsistence- 
loan program of the Farmers’ Home Administration 

Mr ANDERSEN. Does the President have authority under any law 
to declare an area a disaster area because of pure Ly ec nomic re asons? 

Mr. Ropertrs. He has no such authority that | know of 

Mr. Hunrer. Under your Farmers’ Loan Administration, you can 
make subsistence loans if the farmer cannot get credit from any other 
source and he needs money to hold his farm It is an economic matte! 
not related to a disaster, but you are limited to the amount you can 
loan to any one farmer? 

Mr. Roserts. Yes. That is correct 

Mr. Latrp. How about other people in these so-called disastei 
areas. Are they not suffering from economic hardships? What about 
the farm equipment dealer and filling station operator and the others? 
What about the farm equipment dealer in one of these areas down 
there? What kind of aid are we going to make available to him 

Mr. Farrineron. There is none contemplated in this bill 

Mr. Larrp. Do you not think that he can come to Washington and 
eet some help here? Some people feel Washington can take care o 
evervbody. 

Mr. FARRINGTON | do not think so 


SUGGESTION OF LIMITING SSISTANCI ro N ru L DISASTEI 
Mir. ANDERSEN Mr Karrine on, alon hat sam lin of rease 
why do we becloud the enti ISS he I s In hing ) 
" 1% ] ‘ 4 47 ] ] 
economic disaste! Why do e not sti to natural disaster 


pect, and approach the appropriation from that point of view? Is 


not the natural disaster that is creating the economic 

Mi Kar tLINGTON | { in| that tl : rai aisa CAN erent 
the economic circumstances As | understan 
loan program, of the Farmers’ Home Admu ratio cl 
Areas, the man has to cert ly b tore hy rr | money tha S 
dition is due to that peculiar dis in other we 
certifvin the drought area that he needs money because o 


Myr. Larrp. What is wrong with tis 
A a asi 
i 


Mr INGTON. | am not saying that anvthing is wron 
| am explaining the difference in the law 

\ir. Hunrer. Are there areas within this district, this dis 
are vhere need for money cannot be attributed to th drought | 


has to b yained solely on the basis of economic disaster 
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The reason | eall attention to that 1s because tl yierees did ma 
some change in the languacs that was passed 1 he House bill 

Now, what is the intention of the D partment with respect O 
transferring funds? Has any policy been arrived at? 

Mr. Farrrneton. This would merely be a conti tion of what has 
heretotore beet CLOolye When seed and | Ca ( Deel ae red 1n 
thre drought areas it has usually been on a sub Zed DASIS ith the 
( rence l tne cost oO he Commoditv (¢ { ! Corpo Lion Dem 
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MI i | HALI Che sa eClll | ( on th part ¢ 
( eoDdle t { micht t e Tunds 1 Onn erinentat W ; 

é REA | C i! oO ! 1 )) 

Mr. Roser her ntention to do t ut | ( 
1 & to pro am wil ‘ ( I i Vv I here dl 1) 0 

Fie nent anv othe ict \ I | i pre 

\f \1 ay 1] \hy His tr) ane His? th f " 
vard loa of th RACC? ) ! pe o ho 

vans ther ere approved rai pont i urpose in ra 

i} qu mis t th \ I ( ri¢ ( Tye yveen the { ( 
{| t the | is were mad nd appro, rf if Of is rhe that \ 

I h profit DY that exper ee in avoldine | happening wit 
he COMMITEE vou are ta about here to ipprove loan 
PE I MMT I 

N \ with re d to these pecial loan con ittees that vou are 
setting up, what do you have in mind that will prevent a member ¢ 
trie COMMICte passu upo i erson who is in debt » him for a loa ; 
Being more spec we will say there is a man who Is serving on the 
advisory committee who is interested in some eredit institution and 
in passine upon the loan and approving it will be passing upon some- 
one who is indebted to his institution in me wav or othe 

Mii I | \ Q rh Ould Pe an advants I m not sayu 
that 1t would b n all cases, but certa Vv the Oo} itt¢ would have 
the benefit ma lot of cases of int ition and judgment that would 
be of exti we val { ther so ion is no renuna ! ray the (| yt 
IS Involved 1 do not know that it create inv pa cular hazard, but 
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Mr. MarsHauu. It would seem to me that that would be a little 
bit strange in the case of a person giving a loan of $25,000 where the 
creditor is in over his neck to where he cannot protect his securities. 
He could take this means of approving a loan of $25,000 to a person 
who is indebteded to him. It seems to me that is a rather strange 
policy. This particular man might have had a great deal of reluctance 
to go to a committee >f his own neighbors such as the Farmers Home 
Administration, but here he goes to some other committee that passes 
on that type of loan. Of coarse, vou will recall under the old barnyard 
loans we had some instances of that 

Mr. Farrineron. | believe that we have some checks here, 
Mr. Marshall, to avoid any abuses of that type. I believe the Secre- 
tary has authority to issue regulations to eliminate any abuses that 
might arise. In the first place, you have vour loan analysis by the 
Farmers Home Administration supervisors. In the second place, 
vou have the judgement of the other two members of the committee, 
and in the third place you have the Secretary, or some representative 
of his, passing on the loan 

As I say, I believe if any problem should arise, and I can see that it 


might, we will try to take care of it by regulation. 


CATEGORY BREAKDOWN OF REQUEST 


Mr. ANDERSEN. Now, gentlemen, we will go into the breakdown of 
this $150 million request. 

[ want a discussion first on the $25 million that you request under 
the item of “Economic disaster loans.” 

Kirst, | might say, I note that the $150 million. has been divided 
into three general sections: $25 million for economic disaster loans, 
$75 million under the special livestock loan, and a $50 million limitation 
under the so-called emergency assistance in furnishing feed and seed. 

Mr. Farrinetron. That is a correct statement. - 

Mr. ANDERSEN. We are considering three general categories here. 

Mr. Roperts. Yes, that is correct, Mr. Chairman. As I indicated 
earlier during the discussions, those estimates were used in developing 
the proposal. However, I want to point out again that the proposal 
does not contemplate that those would become limitations, but that 
the total sum would be flexible and for use within these areas for 
these purposes as well as on the regular disaster loans under Public 
Law 38, as the need develops. 

Mr. ANprEeRSEN. In other words, you mean that the entire $150 
million could, if the Secretary so decided, be expended in either one 


of thes three se etions in entirety £ 
Mr. Roserts. That is right, to meet the need where it developed, 
but that would not be likely 
Mr. AnpEeRSEN. I understand that, but he does have the right if 
s fit? 


OBERTS. Yes, sir. 


} 


( SO SC 


ECONOMIC DISASTER LOANS 


Mr. ANpreRSEN. Will vou give us a little more specific information 


as to how these economic disaster loans will be considered and ap- 
prove i NIy Robert f 
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Mr. Roserts. Could we ask Mr. Smith to do that, Mr. Chairman? 

Mr. ANDERSEN. Yes, will you do so, Mr. Smith? 

Mr. Smirx. Mr. Chairman, the economic disaster loans will be re- 
stricted to areas, distressed areas, designated by the President under 
Public Law 875. At the present time this means these loans would 
be restricted to portions of seven States. 

In arriving at the estimate of the loan needs under this particular 
section of Public Law 115, we took these factors into account: These 
loans generally will be made to farmers and stockmen in those portions 
of the States that will need less than $2,500 to carry on their opera- 
tions. Based on our experience with the production-type disaster 
loan, we estimated that these loans would probab ly average $1,500 
that is the average size would be approximately $1,500. 

Now, im the seven States where this program vill operate Immedi- 

tely under Public Law 115, there are approximately 150,000 farms 
where the principal income comes from livestock and where the total 


{ 


income trom those igrms based O1 1949 ures Ss 1eSS than $5,000 


r | y i 1] 4 
This is the eroup of farmers that generally these loans will be made to 


[i is our estimate now that the $25 million would make approxi- 


mately 16,000 loans, averaging $1,500 to farmers in that group. That 
is the basis on which the estimates were made. 


SPECIAL LIVESTOCK LOANS 


ANDERSEN. All right, Mr. Smith, will vou discuss section 
Cc the special livestock loans? 
I note in the preceding paragraph evidently there is a classification 
which limits those who can qualify for special livestock loans. 

Mr. Smiru. Yes, sir. The special livestock loan anil rr the statute 
that authorizes those loans provides they are available the nationwide 
to producers and feeders of cattle, sheep and goats 

Mr. ANDERSEN. Let me make one comment there. Then, the 
prov isions of this particular special livestock loan section that we are 
now discussing are applicable to any poimt in the Nation? 

Mr. Smirn. That is right. 

Mr. ANDERSEN. Whereas, the preceding one is limited to the 7 
States and the 370-some-odd counties that have been designated? 

Mr. Smirx. That is right. 

It is anticipated that the special livestock loans will be available 
throughout the Nation to producers and feeders of cattle, sheep and 
goats, excluding operators of commercial feed lots 

Mr. ANDERSEN. You said including or excluding? 

Mr. Smiru. Excluding. The loans will be available to those opera- 
tors, those established operators, who have a good record of operation 
and who are unable to obtain credit temporarily from private sources 
to continue their operations. 


) 


MORTGAGE HELD BY THE UNITED STATES GOVERNMENT 


Mr. ANDERSEN. On these loans, the Government will have the 
equivalent of a second mortgage. They will not have the first mort- 
9 
gage? 


Mr. Smirx. That is right, sir 
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Mir. ANDERSEN. Of course, you do have an understanding, how- 
hich was brought out before, that that is not too binding: 


it not correct? 

Mr. Smirn. It is anticipated that the Government will take all 
availabl securities 1n the form of second mortgages on livestock 
and evel cond mortgages on ranches and farm property where it is 
ivallable to se ire these loan 

Mii ANDERSEN All 3 iit let us bring that out for the record. 
You said in addition to the second mortgage on the livestock involved, 
the Government could also req st mortgages on the real estate and 
ersonal proy t\ 

Mr. Su That is rig 31] 

M \ But, there is no question but what the existing 
firs ( ages have first 1] and will remain first mortgages? 

\Ir. Smira. That hit 

Mr. Anprersen. That 1 so far as a matter of legal record? 

Mr. Smiri Chat is 


Mr. Anprersen. Now, a further question on this particular point: 


Mr. ANDERSEN. You have told us that they al available all over 
ie United States? 

Mr. Smiru. Yes, su 

Mr. ANpreRSEN. In other words, they are for the purpose of helping 


th 


out cattlemen wherever they might be? 

Mir. Smirn. That is right, sir. We anticipate that the major 
activity under this special livestock program will probably be carried 
on in the drou ht areas, be ause the lack of feed and lack of pasture 


as aggravated the condition of livestock operators in that particular 


Mr. ANprRSEN. Mr. Smith, why use the disaster loan fund for this 
particular purpose? How can you do that if some of these funds are 
loaned perhaps to people up in areas that are not in a disaster area? 

\Ir. Smirn. The act provides that these special livestock loans, 
Mr. Chairman, will also be made from the revolving fund just like the 


i 
| 
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disaster loans in designate d areas 
Mir. Farrinetron. May I interject a statement there? 
Mir. ANDERSEN. Surely 
Mir. Farrinetron. This is authorized by the basic legislation. 

Mr. AnpreRSEN. Off the record , 

Discussion off the record 

Mr. AnperRsEN. The sole question, of course, would be whether or 
not, while it n ioht be legal, is it not a perversion of th intended use 
the disaster loan funds? 
Mr. Farrincron. Could I make a point on that? 
[ do not think so, Mr. Chairman. In the first place, this avoids 
setting up a new agency or a special fund or anything else for the 
purpose of handling these loans. In the second place, this authority 
is a limited authority and it exists only for a period of 2 years. In the 
third place, the record shows very clearly, [ think, that this has the 


approval of the Congress. 


\l 








EMERGENCY L\SSISTANG IN FURNISHIN( FEED AND SEED 


Mr. ANprRsEN. All right, gentlemen, let us proceed to the third 


ore neral section, emergency assistance In furnishing reed and seed 
Mr. Ronerrs. That will be handled, Mr. Chairman, through the 
Commodity Credit Corporation and we might ask Mr. Braswell to 
speak to that. 
Mr. ANDI RSEN Mi Braswell, how do you ul tend Lo reimburse the 
Commodity Credit Corporation for the feeds furnished by it to this 
program? 


Vir. BRAswELu. It is planned that feed be made available at a 


uniform price to farmers and ranchers in the disaster area. The dif- 


ference between the price they pay for the feed and the market pric 


i 


ot the reed, which Commodity Cre dit could othe rwise obtain, will be 
taken from this special fund, so that the Commodity Credit Corp 
tion wil be reimbursed from two sources: from the actual collections 
fy. 
It 


made from farmers and ranchers for thy price of the feed and from this 


disaster fund for the additional cost of the feed. 
COST OF TRANSPORTATION 


Mr. ANDERSEN. Who pays the cost of getting the feed from Kansas 
City, for example, down to Texas or wherever it might be used? 

Mr. Brasweuu. The cost is paid by the Commodity Credit Cor- 
poration. We have set a price of $35 a ton for cottonseed meal ; 
$1 a bushel for corn and $0.50 a bushel for oats; $1.10 a bushel for 
wheat. The difference between that and the other costs, including 
transportation, will be paid out of this disaster fund. We have not 
tried to work out freight differentials between our various commodity 
offices and the places in which these feeds are stored, because that 
would present an awful administrative.problem 

Now we have obtained, Mr. Chairman, from the railroads authority 
Lo ship feeds inh Commodity Credit Corporation inventory, SO long as 
those feeds are shipped by the Government and to the Government 
in the drought areas, at 50 percent of the normal freight rates. So, 
that is quite a savings. 

Mr. Hunrer. Is it the intention of the Department of Agriculture 
to use feeds that it already owns? 

Mr. Braswe.u. So far, we are using no feeds other than those 
Which are in Commodity Credit Corporation inventory. We now 
have no plans for going outside and making any direct purchases on 
the open market. 

Mr. AnperseN. Mr. Braswell, is there any limit on the amount of 
funds that can be expended for the utilization of this feed, realizing 
that there will be a tremendous demand for it by the people for con- 
siderable quantities of corn and wheat and barley and feed grains at 
about one-third discount below the market price. What are your 
intentions there? 

Mr. Braswe.u. There is no maximum limitation on the funds 
which may be expended for this purpose. 

Mr. ANpEeRSEN. The whole $150 million could go in here if the 
Secretary so decided? 








AFEGUARDS ESTABLISHED 


Mr. Braswetu. That is right. We have, however, set up these 
safeguards, which I am awfully pleased to be able to report to you. 

Mr. AnpEeRSEN. Will you give us those, please? 

Mr. Braswent. First of all, the purpose of this drought feed pro- 
eram is to maintain basic foundation herds for those bona fide farmers 
and stockmen who do not have the finances to purchase feed at pre- 
vailing market prices to maintain such herds and remain in the live- 
stock business with reasonable chance for successful operations. That 


is a judement factor, of course, but we have applied it in other places 
For this purpose, basic foundation herds will consist of cows, bulls, 
nursing calves, and such heifers as may be kept to replace overage 
and other undesirable cattle culled from the herds. To be eligible 


for feed at reduced prices a farmer or stockman must have less than 
2 30-day supply ot feed LO supplement the roughage for the founda- 


‘ 


tion herd to be maintained, except that such feed may be made avail- 


able for caitle other than those in the foundation herd when such 
vitle, other than feeders in feed lots. will be marketed not later 
than September 39. 1953 You will notice that we are not providing 


hay under this program; we are provi‘ing protein concentrates and 
yTain. 


COMPARISION OF PROPOSED PROGRAM WITH HAY PROGRAM 


Mr. Anprrsen. That brings me to another question in relation to 
this particular general item 

Please compare this program under section 2d with the emergency 
hay program of a year ago. Let us compare the two as to how they 
are operated. 

There is a further question which you might embrace in your 
answer relative to this: You spent about $8 million from the Presi- 
dent’s emergency fund on the hay program. 

Mr. Braswexv. That is right. 

Mr. AnpersEN. And if that is the case—if you only spent that 
amount, why do you need the $50 million here for this particular 
program? Is it because of size? 

Mr. Brasweti. May I take that one step at a time? I will have 
to go into back history a little. 

The emergency hay program was administered by the Production 
and Marketing Administration primarily through its county com- 
mittees and its commodity offices. Hay was located in areas in 
which it was available and controlled by local county committees 
and purchases were made and the hay was shipped directly to points 
of destination in the drought areas designated by the county com- 
mittees in such area, and distribution was made direct to farmers at a 
stated cost. This was a uniform cost per ton throughout the whole 
area. The difference between the cost of the hay, including its trans- 
portation, and the cost the farmers paid for the hay, was obtained from 
the President’s emergency fund and that was approximately $8 
million. 

When we got into this present situation, we looked at it very closely 
and we had available from Commodity Credit Corporation stocks of 
both protein and supplements—primarily cottonseed meal and cot- 
tonseed pellets and grains which could be used—and it was felt that 
the hay program would not be necessary because with the assistance 
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of these emergency loans which are available under the Farmers Home 
Administration, the farmers could make arrangements for purchasing 
their own roughage to go with the grain and protein supplement 

Incidentally, the hay program was a very difficult program to ad- 
minister. It was felt—and I do not know the full answer—but it was 
felt thai the purchases made by the Government ran the cost of hay 
up higher than it would have been had the hay been purchased through 
normal channels of trade. 1 cannot verify that one way or the other, 
but I have heard that said a good many times. 

Secondly, the hay dealers were very much disturbed because they 
were not handling the hay themselves and the Government was per- 
forming a function which they normally perform. Therefore, we tried 
to restrict this program to those commodities which are in the inven- 
ir of the Commodity Credit Corporation. 

Under this program the county drought committees survey the need 
for feed and recommend points of distribution within the county and 
report that to the State office. The State office orders out from the 
Commodity Credit offices feed supplies of protein supplement and 
vrain to the various county distribution centers. The feed is received 
there and the individual applicants come in and make their requests 
for feed to the local county drought committee, who certifies and gives 
them a certificate which entitles them to so much feed, whether it be 
so many tons of cottonseed meal or so many bushels of corn or bushels 
of oats or bushels of wheat. 

Now, those determinations are made by this local drought com- 
mittee on the basis of the feed that the farmer has available and the 
number of cattle he has and what is considered a reasonable amount 
of feed to keep the cattle in reasonable condition—not in topflight 
condition, but to carry them over so that they will remain in a healthy 
producing condition. 

The farmer takes that certificate to the point of distribution and 
tenders it, after he has actually paid in cash the cost of the feed repre- 
sented by the certificate at the rate of $35 per ton for cottonsee <i meal 
and the other prices which I have stated. The shipments are being 
nade throuchout commodity offices. ( ‘ottonseed meal is being 
handled out of our New Orleans office where all of the cottonseed 
business is now handled; most of the corn is coming out of the Kansas 
City office. We are aitempting insofar as it is feasible to use the 
private feed distributors at points of distribution, paying them on a 
fee basis for distributing the feeds to these people on the basis of the 
certificates they hold, rather than setting up out in the countire dis- 
tribution centers which would be manned by people employed by 
PMA and supervised by ths county PMA committee. 

There are some areas in which those facilities are not available and 
of course we are handling the distribution ‘irect there. 

That, briefly, is the plan for administering the feed portion of the 
program. 

FEES 


Mr. Hunrer. How do you determine the fee that will be paid to the 
distributors? 

Mr. Braswetut. That has been left to our local people on the basis 
of what they consider to be reasonable fees. They know about what 
it costs to handle these things, and local dealers have said in these 
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areas that they were perfectly willing to cut their normal fees in order 
to keep the farmers in contact with them—those farmers who normally 
buy from them—and we have told our committees if the fees are 
unreasonable, then they must set up their own distribution machinery. 
We do not believe there will be much trouble in that. 


COMPARISON OF TYPES OF LOANS 


Mr. ANprERSEN. Recapitulating, to a certain extent item 1 under 
section 2 b the economic disaster loans has to do generally speak- 
ing with the average small farmer? 

Mr. Braswe.uu. Yes, sir 

Mr. ANpERSEN. That ts at least the Way 1 vet it. 

Item 2 (ec) which covers the special livestock loans is where perhaps 


the large Joans might enter the picture; item 3, section 2 (d), is in 
effect a grant or a gift to the extent of the porto of the cost of these 
products furnished by the Government to the farmers who might 
obtain them 

Now, in 1 and 3—first of all let us take 3—outside of the hay 
program last year we have had no comparable grant on any such 
program, have we? ; 
I BRASWELL. Yes sir, we have had two other feed programs 
that were administered under authority of Public Law 875—that is 
he President’s disaster fund. During the flood, we had a program 
which was administered for several weeks 
Mr. ANDERSEN. You are referring to what programs? 

Ir. BRASWELL. 1951 and this summer, too. Both those programs, 


: or: ; 
nowever, were complete orants because they were made following 


floods. The first program was made where cattle had been taken out 
of their natural pastures and where they had been comingled on 
high land to save their lives and feed was not available from any 
source and the normal pastureland was flooded. Some Commodity 
Credit Corporation stocks, particularly grain, were made available 
for a few weeks at no cost to the owner until the cattle could be 
cathered back and ownership could be determined 

Mir. ANpeRSEN. Of course, none of that enters the picture here’ 

Mr. Braswewu. No, sir, but it is a program under Public Law 875. 

The only other subsidized feed program I know of that has been 
administered under that authority was the hay program, Mr. Chair- 
man. Of course, this year there was a flood in Louisiana and we 
administered a very small feed program there under Publie Law 875. 

Mr. Anpersen. How much was expended on this cattle-feeding 
program which you mentioned where it was difficult to get the owner- 
ship of the cattle determined in the wake of that flood? What was 
the amount involved there? 

Mr. Beacn. Sir, | do not know offhand how much it was. 

Mr. ANperRsEN. Will you please put that figure into the record? 

Ir. Beacn. Yes, sir; I shall be glad to do so. 

The information reque ted is as follows: 


) 


cf f Be 44 T + ~< } . i 
ar 1 ‘ ‘ eed ir! 1 a ein lowa in e 1952 flood emergency 


1s $29 309 
Mr. ANDERSEN. That was all chargeable to the President’s disaster 
fund? 
Mr. Braswetu. That is right 





SUGGESTION OF APPROPRIATING DIRECTLY TO THE PRESIDEN’ 


Mr. ANpersEN. Would it perhaps be better with some of these 
funds if we appropriated them direct to the President’s disaster fund 
rather than as requested here which would put them into a revolving 
fund? 

Mr. Brasweivi. Mr. Chairman, we have thought, frankly, that it 
would be better if the Department of Agriculture had a fund of its 
own which was properly identified as to the purpose for which it 
was to be used, to carry out relief functions in disaster areas insofar 
as agriculture was concerned. We were very careful in doing that 
so that the funds would be clearly distinguishable as to their use and 
that they would not be charged up against the price support program 


REPORT ON EXPENDITURES 


Mr. ANDERSEN. What kind of report is the Congress going to re- 
ceive from year to year of expenditures out of this revolving fund? 

Mr. Braswewu. So far as I know, all of the feed that would be 
used from this would be clearly indentified and the funds used for it 
would be reported annually to the Congress showing the purpose for 
which it was used 

Mr. Roperts. I might add to that by saying that the budget will 
carry a schedule showing the disbursements from and credits to the 
revolving fund, and we can furnish to this subcommittee during 
its review of the budget estimates for the Department of Agriculture 
annually such additional details as you may desire. Thus, there will 
be an opportunity for complete review annually by this subcommittee 


REIMBURSEMENT 


Mr. ANDERSEN. Was the President’s fund reimbursed for last year’s 
cost in the hay program? 

Mr. Braswe.u. No, sir, it was not reimbursed 

Mr. ANDERSEN. If not, why should it be at this time 

Mir JRASWELI Well, sir, that is a question I would have to give 
to the budget ofhee 

Mr. Roperts. Mr. Chairman, the language which ts ] 
to reimburse the fund was written in with the idea that the President’s 


») 


here 


yroposed 


emergency fund now is nearly depleted, and that rather than submit 
Spe inal requ st to thre Cloner 3s nm separate request Lo replace that 


fund for needs during the remainder of 1954, 1t was considered desirable 
to write in language which would permit the President’s fund to be 
replaced from the funds proposed in this estimate 

\ir. ANDERSEN. Gentlemen, are there any further questions? 

Mir. Wurrrren. I have one question, Mr. Chairman 

Mr Anpersen. All right, Mr. Whitten. 

\ir W HITT! N Le re we get beyond what we commonly think ol 
as disaster as covered in Public Law 875, and get out to the point 
that the Federal Government, through these and similar programs, is 
recognizing economic disasters in certain cases, and, if a man loses 
or needs $2,500, he can qualify - if he needs less he has to be in an area 
designated “disaster.”’ If we are going to start off on a program of 
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that sort, based on the many humanitarian reasons involved how 
could we on this committee best approach it, with the thought of 
making it apply also to individuals who might have the same type 
of disaster, but who are small operators and do not happen to be in 
an area that is large enough to attract public notice and be designated 
by the governor of his State and the President as a disaster area. 
I wish to make this special law apply to all alike under the same 
agency. 

Mr. ANDERSEN. Off the record 

Discussion off the record. 


SUGGESTED PLACING OF PROGRAM DIRECTLY UNDER FHA 


Mr. Wurrren. In view of the very fine record of the Farmers’ 
Home Administration, which has handled loans up to a half a million 
dollars and handled them satisfactorily and well, the committee 
might wish to see that this is handled through that organization 
and not handled by local lending institution representatives, nor 
handled by a few committees in a State, which in the past has slowed 
it down. I would like to provide language removing the $2,500 
amount so all would be treated alike. 

Mr. ANDERSEN. Off the record 


Discussion off the record 








PRESIDENTS DISASTER FUND 

NI M SH How mucl monev 1s cone to be available for 

is drought area from the President’s disaster fund? 

Mr. Rorperrs. There has been made available already approxi 
mately $8 million for the feed program, Mr. Marshall, and it is that 
amount which it is proposed be reimbursed from this fund. ones 
this fund is made available 

Mr. Marsnauu. If this fund is made available, you still contemplate 
isine the President’s disaster fund 

Mr. Ronervs. No, we would not; the President’s emergeney fund 
would not be Used ' this fund Is made availabl —— 


li 
Mr. ANDERSEN. Of the record 
Discussion off the record 
Mr. ANDERSEN. Well, thank you gentlemen, and this will conclude 


t! hearings officially. 
BREAKDOWN BY SIZE OF DISASTER LOANS, 1953 


(The following information was supplied pursuant to the request 


on p. 17.) 
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